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School for Traders & Investors 


Fiftieth Lesson 


Are Charts an Aid to Trading? 


This Depends on How They Are Interpreted 
—They May Frequently Be Misleading 


‘T,)ROM students of the market we 
F receive numerous requests for 

information relative to various 
phases of stock trading. Some of these 
inquiries present subjects for discus- 
sion which should be of general in- 
terest to readers of this department. 
Such an inquiry is contained in a re- 
cent letter from one of our students 
who writes as follows: 

“I have read Mr. Richard D. 
Wyckoff’s book, HOW I TRADE AND 
INVEST IN STOCKS AND BONDS 
with great interest. On Page 122, he 
says that all the out-of-town trader 
needs is the highest, lowest 
and last prices of the stocks 


In reply to this inquiry our first 
impulse is to warn the inexperienced 
trader not to expect too much from 
the mere charted record of price move- 
ments. No chart tells the whole story, 
but the record which it presents must 
be interpreted in the light of such 
other conditions and facts as may be 
available, or which may be estimated 
from the gradual development of the 
chart itself over a sufficient period of 
“time, and more particularly the major 
trend of the market. 

Our point regarding the interpreta- 
tion of the kind of chart to which ref- 


needs is the highest, lowest and last 
prices of the stocks which he is watch- 
ing.” The italics are ours. The im- 
portant point is that price changes 
must be interpreted. This can be done 
with probability of accuracy only if a 
sufficient number of such changes is 
available to construct a graphic rec- 
ord that will indicate the general trend 
of the stock question. Prices for two 
consecutive days only would be of lit- 
tle if any use in determining trend, 
for they would not indicate whether 
the stock was reacting in a bull mar- 
ket, or rallying in a bear market. 
Our student is mathemati- 
eally correct in stating that 
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“Therefore we may have a number erence is made, is illustrated by a uations suggested by our students. 


of combinations of these three prices 
in which each price will be either 
higher, lower or the same as it was 
the preceding day. Mathematically, 
the number of permutations of three 
conditions, three at a time, in this case 
will be 3 x 3 x 3 = 27. Therefore, 
there are 27 possible combinations of 
these three prices taken three at a 
time, and one would have to obtain a 
good idea of what each one of these 
27 combinations might indicate in or- 
der to trade intelligently. I would 
certainly like to see this point ex- 
plained more fully.” 
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more complete quotation of the very 
passage which our student has cited. 
What Mr. Wyckoff said was this: “The 
out-of-town investor is not under as 
much of a handicap as he might sup- 
pose. If he is trading and can get 
the result of the day’s operation in 
time to give his orders next morning, 
he iS better off than the majority of 
the people who come down here and 
hang over the ticker: His opinions 
are rormed from the facts. He must 
know how to assemble these and draw 
the proper conclusions. But ‘all he 


We wish to point out that the price 
records must be available over a suf- 
ficient period of time to enable one 
familiar with market operations to 
place a consistent and reasonable in- 
terpretation on the latest changes re- 
corded. It should be clear that no 
iron-clad rule can be laid down with 
regard to the determination of the im- 
mediate price trend on the basis of 
high, low and closing prices for two 
consecutive days only. It is necessary 
to have the record over a period of 
sufficient length to indicate a tendency 

(Please turn to page 598) 


THE MAGAZINE OF WALL STREET 


PROPERTY VALUE near- 
ly 6 times mortgage debt. 
EARNINGS over 4 times re- 
quirements for interest and 
sinking fund. 
FRANCHISES contain ex- 
emption from taxation; 
| maximum rates far above 
those charged. 


These facts commend the 
purchase of 


International Railways 
of 


Central America 
First Mortgage 5s, 1972 


Price to yield 6.60% 


| Listed on New York Stock Exchange 


Cireular on request 


| F.J. LISMAN & CO. 


Members New York Stock Exchange 
since 1895 


20 Exchange Place, New York | 


Four “Checks” 
for Wise Investors 
(Ask for booklet on all four) 


Wouldn’t it mean some- 
Fi thing to you if every bond 
E you own bore a signed 
certificate of a local bank, stating 
that the bond was genuine and 
secured by first mortgage, as 
stated by the underwriter? It 
prevents slips and is in effect an 
additional “opinion of counsel.” 
Bank Certification is one of the 
Four Distinguishing Marks of 
Miller First Mortgage Bonds, 
which pay up to 7% interest. The 
other three are equally important. 
The Four Distinguishing Marks 
of Miller Bonds are the means 
by which these bonds may be 
compared, not only with other 
real estate bonds, but with any 
other security. Mail the coupon 
for Folder B-803. 


G.L.MILLER & CÒ. 
INCORPORATED 
30 East 42nd Street, New York 


Please send Folder B-803 on the Four 
Distinguishing Marks and circular describ- 
ing a 7% Miller Bond issue. 


yy 2. Bank Certification: 


Name .... 
Address 


DUF vand)  State-cemess nhs sea 


No Inv<stor Ever Lost a Dollar in 
Miller Bonds 
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to decide. 


PENNOK OIL 
In Tonkawa Pool 


What do you think of the new Pennok Oil 
shares of which I hold 100 at a cost that may 
be placed around 20? Do you think the com- 
pany should be able to profit, particularly 
during the next year, or would you think it 
better to switch into something else at this 
time?—M, J. C., New York City. 

The important producing properties 
of Pennok Oil are located in the Ton- 
kawa Pool. In the past year the com- 
pany has been very successful in bring- 
ing in producing wells, and its present 
production from this pool is around 
9,000 bbls. daily. With the price ten- 
dency of oil upward, we consider the 
outlook for the company satisfactory; 
but as its production nearly all comes 
from one locality, it naturally is more 
speculative than the stock of an oil- 
producing company whose holdings are 
more diversified. It is our opinion 
that by switching to Pure Oil you 
would reduce your risk and have a 
stock with just as good prospects for 
price appreciation. Pure Oil is a com- 
plete unit in the oil industry, being a 
producer, refiner and marketer. Finan- 
cial condition is sound, and it holds 
oil lands in the more important pro- 
ducing fields of the United States east 
of the Rocky Mountains. 
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(Continued from page 586) 
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to change. The immediate fluctuations 
may be of little consequence, but a 
gradually developing tendency may be 
highly significant, and this is the mani- 
festation that our student is really 
searching for. The accompanying 
graph will help to illustrate our point. 

The student should realize, however, 


that no rule can be laid down, with 


regard to charts and records, that will 
take the place of actual trading ex- 
perience, involving frequent and re- 
peated interpretation of price changes 
over a considerable period of time. In 
stock trading, as in many other lines 
of endeavor, a little knowledge may 
be a dangerous thing. 


For Help 
in solving your 
Insurance 
Problems 


Consult our 
Insurance 
Department 


See Page 579 


598 When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 


E are glad to 

furnish in- 
vestors and institu- 
tional bond buyers 
with a copy of a book 
we have recently pub- 
lished concerning the 
standards which 
many Savings Banks, 
Insurance Companies 
and others apply to 
their purchases of 
Public Utility Bonds. 


Blodget & Co. 


34 Pine St. 
New York 
Boston Chicago Hartford 


Members N. Y. Stock Exchange 


Bridgman & Edey 


Oliver B. Bridgman Charles L, Edey 
Eugene K, Austin 


One Wall Street 


Telephone Hanover 4965 


Brokerage Service 


Bonds and Stocks bought for 
cash, or carried on conservative 
margin in both odd and full lots. 


We endeavor to keep our customers 
constantly advised regarding their 
securities. 

Out of town orders receive special 
attention, 
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